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i£4D£A^PIease change the Background of the Invention on pages 2 through 7 to read as 
shown below. 



cont i nuou sl y op e rat i ng an automat e d, on lin e r i sk transf e r svst e m measuring the tangible 
and intangible elements of value using predictive models and vector creation algorithms . 

Manag i ng a bus i n e ss i n a mann e r that cr e at e s l ong t e rm valu e i s a comp le x and t i me 
consum i ng undertaking. Th i s tack io comp l icat e d by the fact that tradit i ona l financia l 
syst e ms do not prov i d e suffic i ont i nformation for manag e rs i n th e Know le dg e Economy 
to mak e th e propor d e cis i ons. Many hav e not e d that trad i t i ona l account i ng syst e ms ar e 
dr i v i ng mod e rn manag e rs to mak e tho wrong d e c i sions and th e wrong i nv e stm e nts. 
Account i ng syst e ms ar e "wrong" for several r e asons. On e of th e most obvious r e asons 
- th e y track tang i b l o ass e ts wh ile i gnor i ng intangib le ass e ts. Intang i b le a 6 6 e ts such as 
th e sk i l l s of th e omp l oy ee s, int e l l ectua l prop e rty, bus i n e ss i nfrastructur e , databasos, 
manag e m e nt proce s s e s, r el ationships w i th custom e rs and r el at i onsh i ps with suppl ie rs 
ar e not m e asur e d w i th curront account i ng systems. Th i s ov e rs i ght is cr i t i cal b e caus e i n 
th e pr e sent e conomy th e succ e ss of an e nt e rpris e i s d e t e rm i n e d mor e by i ts abi li ty to 
us e i ts i ntang i bl e ass e ts than by i ts abi li ty to amass and contro l th e phys i ca l on e s that 
ar e trackod by trad i t i ona l account i ng systomc. — Th e abs e nc e of intang i b le ass e t 
i nformat i on i s part i cularly notab le i n h i gh t e chno l ogy compan ie s that ar e h i gh l y valu e d 
for th e ir intang i b l e ass e ts and th e ir options to e nt e r n e w mark e ts. 



th e e x i st i ng m e thodology havo s e v e r e ly r e str i ct e d th e ut ili ty of th e informat i on that has 
b ee n produc e d. A ll known pr i or e fforts to va l u e i nd i v i dua l i ntang i bl e ass e ts hav e b ee n 
r es tr i ct e d to i ndepend e nt va l uat i ons of diff e r e nt typ e s of ass e ts w i th on l y li m i t e d 
att e mpts to m e asure th e actua l i mpact of th e asset on th e e nt e rpr i s e that owns it. Som e 
of th e i ntang i bl e ass e ts that hav e b ee n valu e d s e parat el y i n th i s fashion ar e : brand 
nam e s, custom e rs and i nto ll octual prop e rty. — Prob le ms a s soc i at e d with th e known 
m e thods for va l u i ng i nd i vidual i ntang i b le ass e ts i nc l ude: 

1. I nt e ract i on betw ee n i ntangibl e ass e ts i s i gnor e d. For e xamp le , th e va l u e of a 
brand nam e i s i n part a function of th e custom e rs that us e th e product — the 



Change to: 



This invention relates to a method of and system 




Ev e n wh e n i ntang i b le ass e ts hav e b ee n cons i d e r e d in r i sk ana l y si s, th e li m i tat i ons i n 
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mor e pr e stig i ou s th e custom e rs, th e strong e r th e brand nam e . — I n a sim il ar 
fa s hion th e strong e r th e brand nam e , th e mor e l i k el y i t w ill b e that custom e rs 
w ill stay a l ong t i m e . Va l u i ng ei th e r of th e s e ass e ts i n is o l at i on w ill not provid e 
a m e aningfu l valuat i on; and; 

2. Th e va l u e of an i ntangib le ass e t i s a funct i on of th e b e n e fit that i t provid es 
th e e nt e rpr i s e . Th e r e for e , m e asur i ng th e va l u e of an i ntang i b le ass e t r e quir e s 
a m e thod for m e asuring th e actua l i mpact of th e a s s e t on th e e nt e rpr i s e - 
som e th i ng that is m is s i ng from a ll known e x i st i ng m e thods. 

Anoth e r asp e ct of th e i ncr e a si ng i mportanc e of " i ntangib le " ass e ts i s th e fact that th e 
primary r i sk 6 fac e d by most compan ie s hav e now sh i ft e d from hard ass e t damag e (fir e , 
flood, e tc.) to soft a s s e t i mpa i rm e nt or l oss. A r e c e nt study found that b e tw ee n Jun e 
19 9 3 and May 19 9 8, t e n p e rc e nt of th e Fortun e 1000 l ost mor e than on e quart e r (25%) 
of th e ir tota l shar e hold e r va l u e i n on e month. Almost two thirds of th e s e " l arg e l oss e s" 
w e r e caus e d by prob le ms r el at e d to i ntang i b le a s6e t 6 . 

Th e d e fic ie nc ie s of tradit i ona l account i ng r e ports e xac e rbat e th e d i fficu l ty compan ies 
fac e wh e n r e port i ng prob le ms with i ntang i b le ass e ts b e cau se : 

1. Th e abs e nc e of r e gu l ar r e port i ng m e ans that a ll probl e ms w i th i ntang i b le ass e ts 
com e "out of th e b l u e "; and 

2. Th e abs e nc e or r e gu l ar r e port i ng mak e s i t difficu l t to mon i tor company e fforts to 
corr e ct th e prob le ms. 

G i v e n th e abs e nc e of r e port i ng on many of th e i ntang i bl e ass e ts dr i v i ng th e succ es s 
of compan ie s i n th e Know le dg e Economy, i t shou l d not b e surpri si ng to le arn that 
trad i t i ona l account i ng syst e ms ar e a l so d e f i c ie nt i n r e port i ng s i gn i f i cant informat i on 
r ele vant to th e li ab ili ty 6i d e of th e balanc e 6h ee t. — Trad i t i onal f i nancia l stat e m e nts 
footnot e or i n som e ca se6 i gnor e l arg e pot e nt i a l li ab ili t ie s i nc l ud i ng: loss from l i tigat i on, 
e nv i ronm e nta l cl e an - up costs and shortfa ll s on le asing r e v e nu es . — Th e abs e nc e of 
rout i n e r e port i ng on th ese r i sk 6 do e s not a l t e r th e fact that th e y hav e a mat e r i a l , 
n e gat i v e impact on th e va l u e of th e company that has th e s e r i sks. — R e c e nt studi e s 
comp le t e d at Oxford Un i v e r si ty hav e conf i rm e d that "off ba l anc e sh ee t r i sk" has a 
n e gat i v e i mpact on mark e t va l u e for f i rms that hav e th ese r i sks. 
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This n e gat i ve impact of th e s e risks on mark e t valu e oan b e sub s tantia l . A r e c e nt l y 
comp le t e d study found that e xposur e to futur e , un - book e d l iabil i t ies for e nv i ronm e nta l 
cl e anup reduc e d shar e price by an av e rag e of 16% for ele ctr i c ut ili t ie s targ e t e d by th e 
C le an A i r Act Am e ndm e nts of 1 9 90. I t i s worth not i ng that a 6 mor e i nformat i on b e cam e 
pub li c r e garding the actual cost of th e env i ronm e nta l cl e anup and po ll ut i on abat e m e nt 
th e r e duct i on i n shar e pric e mod e rat e d. A transpar e nt ana l ysis of th e l i ab ili ty a ss oc i at e d 
with th e e nv i ronm e nta l c le anup wou l d hav e g i v e n th e mark e t th e informat i on r e qu i r e d to 
mor e rap i d l y r e ach th e proper conclus i on r e gard i ng th e impact of th e s e n e w costs. 

I n add i t i on to r i sks from i ntang i bl e ass e t i mpa i rm e nt and unr e cogn i z e d li abi li t ie s, 
compan ies fac e oth e r r i sks that ar e mor e r e ad il y ana l yz e d. Th ese r i sks ar e shown i n 
Tab le 1. 



Tabl e 1 

Risks that ar e typ i ca ll y ana l yz e d 

1 . For ei gn e xchang e risk; 

2. Int e r e st rat e r i sk; 

3. Portfo li o r i sk; 

A. Cr e d i t risk; and 

5. Commod i ty pr i GO -fjskj- 

Th e s e r i sks ar e usua ll y ana l yz e d us i ng a standard i z e d risk ana l ys i s product 6 uch as 
Dun and Bradstr ee t's R i sk Assessm e nt Manag e r™ for cr e d i t r i sk and Barra'6 Cosmo s ™ 
Sy s t e m for portfo li o r i ck. — Th e ana l ys e s of th e r i sks li st e d i n Tab le 1 ar e g e n e ra ll y 
compl e t e d i n iso l at i on so th ei r impact on th e ov e ra ll firm i s not c le ar and opportun i t ie s 
for natura l " 6el f h e dg i ng" ar e n't appar e nt. 

Anoth e r probl e m associat e d with d e v e lop i ng r i sk programs for is olat e d ass e ts i s that 
th e y hav e g e n e rat e d s e v e r e l oss e s for firm 6 that d i dn't fu l ly und e rstand th e pot e nt i a l 
li abil i ty th ei r "r i sk r e duct i on programs" w e r e cr e at i ng. — On e of th e most common 
m e chanism s for m i n i miz i ng th e r i sks shown i n Tab le 1 i s to h e dg e th e e xposur e us i ng a 
d e r i vat i v e or opt i on to " l ock i n" th e max i mum amount of e xposur e th e firm is fac e d w i th 
ov e r a g i v e n t i m e p e r i od. — I n som e cas e s, wh e n th e r i sk factors mov e d i n a d i r e ct i on 
oppos i t e to th e d i r e ct i on bo i ng h e dg e d ( i . e . i nt e r e st rat e s dropp e d wh e n th e y w e r e 
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e xp e ct e d to i ncr e as e ) th e firm h e dging i ts r is k e xp e ri e nc e a far gr e at e r l oss than any 
l os s e v e r e nv isi on e d und e r th e worst cas e ana l ys i s of th ei r risk e xposur e . 

Un e xp e ct e d l oss e s ar e n't th e b i gg es t shortcoming of trad i t i ona l risk manag e m e nt 
syst e ms. — B e caus e trad i t i ona l risk manag e m e nt syst e ms ar e driv e n by a stat i st i ca l 
ana l ys i s of pr i or h i story, th e y ar e g e n e rally li m i t e d to d e a l ing w i th e v e nts that vary w i thin 
param e t e rs that hav e a l r e ady b ee n e xp e r ie nc e d. Th e probl e m with this i s that most 
l arg e l oss e s ar e caus e d by e v e nts that fal l out 6i d e th e bound s of norma l e xp e r ie nc e (i. e . 
hundr e d - y e ar floods and ono e-i n - a - l i f e t i m e e v e nts). 

I t is a l so worth noting that th e l i m i tat i ons of th e g e n e ral le dg e r account i ng syst e ms 
d i scuss e d pr e v i ous l y ( l ack of informat i on about i ntang i b le ass e ts and off ba l anc e sh ee t 
r i sk) a l so e xt e nd to th e r i sk ana l ys e s that ar e comp le t e d bas e d l arg el y on th e 
i nformat i on prov i d e d by g e n e ra l le dg e r syst e ms. Th ese 6 am e li m i tat i ons a l so e xt e nd to 
th e a ll known e ffort s to ana l yz e and/or simu l at e th e i mpact of chang e s i n th e bus i n e ss 
on financ i a l p e rformanc e and r i sk. Put simp l y — i t i s i mpo s s i b le to a na l yz e th e i mpact on 
r i sk with no pr i or i nformat i on. Th e l ack of d e ta ile d i nformation on i ntang i bl e a 66e t 6 and 
th ei r impact on risk has a l so li m i t e d s i mu l at i on products such as th e Dynam i c F i nanc i a l 
Ana l ysis (DFA) and th e Sma ll Bus i n e ss F i nanc i a l Manag e r to proj e ct i ng th e i mpact of 
chang e s i n r e v e nu e , e xp e n se or ba l anc e sh ee t i t e ms (tang i b le ass e ts and financ i a l 
li ab ili ti e s) on financ i a l p e rformanc e . G i v e n th e . grow i ng i mportanc e of intang i b le a 66e t 6 
to financ i a l p e rformanc e and r i sk, th e uti li ty of th e s e syst e ms i s v e ry li m i t e d. I n a sim il ar 
mann e r th e l ack of quant i tat i v e i nformat i on on th e i mpact of i ntang i b le s on financia l 
p e rformanc e has li m i t e d th e us e fu l n e ss of si mulat i on products such as Tango that 
i ncorporat e g e n e r i c i nformation r e gard i ng i ntang i b le s. 

Th e compl e x i ty and r e lat i v el y h i gh cost of obta i n i ng p e opl e that und e rstand how to 
U 6e th e tradit i ona l risk ana l ys i s syst e ms has g e n e ra ll y li m i t e d th e ana l ys i s and act i v e 
manag e m e nt of r i sk to l arg e r compan ie s. Th i 6 i6 i ron i c b e caus e l arg e compani es ar e 
th e on e s that ar e in th e b e st pos i t i on to absorb th e r i sks that ar e b ei ng manag e d wh ile 
s ma lle r compani e s that don't hav e th e r e sourc e s to surv i v e a larg e l oss ar e le ft e v e n 
mor e vu l n e rab le by th e ir inabi li ty to e xam i n e th e ir r i6 k 6 i n d e ta il . C le ar l y, an automat e d 
syst e m for d e v el op i ng compr e h e ns i v e r i sk manag e m e nt programs for compan ie s of a ll 
siz e s wou l d b e b e n e f i c i al. 

How e v e r, e v e n wh e n compr e h e ns i v e r i sk ana l ys e s ar e ava i lab le th e num e rou s 
cov e rag e r e str i ct i ons, g e n e ra l l ack of pr e c i s i on i n th e pol i c ie s and th e h i gh co s t of 
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trad i t i onal insuranc e d i ssuad e many from obtain i ng th e cov e rag e that cou l d, i n som e 
cas e s, sav e th e ir compan ie s from financia l ru i n. Th e mult i-li n e , mult i- p e riod i nsuranc e 
po l ici e s som e firms ar e s elli ng on l y part i a ll y a lle v i at e th e s e prob le ms. At th e sam e t i m e , 
th e l ack of pr e cis i on in th e r i sks b ei ng cov e r e d is und e r s tandabl e i n so far as th e 
i nsur e rs hav e on l y v e ry l i mit e d i nformat i on about th e actual r i sk 6 b e ing fac e d by th e 
compan ie s th e y ar e i n s uring. — A syst e m that prov i d e d th e i nsur e rs w i th cont i nuou s , 
d e tai le d information r e gard i ng th e risks fac e d by th ei r cl ie nts wou l d c le ar l y h el p all e viat e 
this probl e m. 

Anoth e r barr ie r to e ff e ct i v e us e of i nsuranc e and r i sk r e duct i on products li k e 
d e r i vat i v e s is th e t i m e r e qu i r e d to ana l yz e and purchas e th e m. In som e cas e s th e n ee d 
ar i s e s and d i sapp e ars b e for e th e trad i t i ona l syst e m s and l abor i nt e n si v e r e v ie w syst e ms 
can r e spond. I f th e r i sk do e s not mat e r i a li z e , th e n e v e ryth i ng i s f i n e . I f i t do e s, th e n th e 
company may go out of bus i n e ss b e for e i t fac e s th e n e xt r i sk. I n ei th e r e v e nt, th e l arg e 
amount of tim e r e qu i r e d to obta i n th e s e products le av e s many compan ie s e xpo se d to 
r i sks that th e y could e asi l y avoid i f a mor e automat e d syst e m was ava il ab le . 

Th e und e rly i ng caus e of a ll th e s e prob le ms i s that i nsuranc e and most financia l 
s e rvic e s ar e d eli v e r e d i n a mann e r that i s s im i lar to th e U.S. manufactur i ng s e ctor 
tw e nty fiv e y e ar 6 ago wh e n obta i n i ng th e right product r e qu i r e d an army of p e op le to s i ft 
through a var ie ty of quot e s, p l ac e an ord e r and th e n mon i tor th e ord e rs to mak e 6 ur e 
what was ord e r e d actua ll y arr i v e d on t i m e . Th e manufacturing and r e ta il s e ctors hav e 
r e plac e d th e ir o l d, l abor -i nt e ns i v e syst e ms with ele ctron i c s upp l y cha i n syst e m s that 
t i ght l y li nk th e m with th e ir supp lie rs. Us i ng th e s e syst e ms, supp l i e r s prov i d e th e sp e c i fic 
products and s e rv i c e s that ar e r e qu i r e d for smooth op e rat i on "just -i n - t i m e ". A si m il ar 
syst e m that wou l d e nab le financ i a l s e rv i c e firms to prov i d e f i nanc i a l "products" li k e 
insuranc e , for ei gn e xchang e , cap i ta l and cr e d i t ta il or e d to th e sp e c i f i c situat i on on a 
"just -i n - t i m e " wou l d c le ar l y b e b e n e f i cia l . — Th e syst e m cou l d also work in r e a l t i m e 
prov i d i ng 

On e of th e b i gg e st prob le ms w i th ach ie v i ng th i s goa l has b ee n that th e r e has b ee n no 
agr ee d upon m e thod for ana l yzing r i sk, li quid i ty and for ei gn e xchang e r e qu i r e m e nts and 
for commun i cat i ng that i nformat i on to financ i a l s e rv i c e f i rms. — I t i s worth not i ng at th i s 
po i nt that wh i l e XML i s w i d el y tout e d a s a panac e a for i nt e r - firm commun i cat i on i t i s on l y 
us e fu l i n es tab lis h i ng th e l anguag e for th e commun i cation — not th e substanc e of what i s 
b ei ng commun i cat e d. — To sat i sfy a ll th e pot e nt i al prov i d e r s of f i nancia l s e rv i c e s, th e 
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substanc e of th e commun i cat i on r e gard i ng risk, li quid i ty and foro i gn e xchang e 
r e quir e m e nts wou l d hav e to ov e rcom e th e l i m i tat i ons of trad i tiona l syst e ms that: 

1) I gnor e i ntang i bl e ass e ts; 

2) I gnor e r e a l opt i ons; 

3) Ana l yz e i ndiv i dua l ass e t s in is olat i on, and 

A) I gnor e or footnot e cont i ng e nt li ab ili t ies and oth e r off balanc e sh ee t r i6 k; 

I n li ght of th e pr e c e d i ng d i scu s s i on, it i s c le ar that i t wou l d b e d e s i rabl e to hav e an 
automat e d, r e a l t i m e syst e m that could quant i fy and commun i cat e i nformation to 
financia l s e rv i c e prov i d e rs r e gard i ng th e fu ll sp e ctrum of risk transf e r (and li qu i dity) 
n ee ds for an e nt e rpr i s e i n a way that that was s upport e d by a d e ta ile d, r i gorou s 
e va l uat i on of a ll th e ele m e nt s of th e e nt e rpr i s e that cr e at e bus i n e ss va l u e and bus i n es s 
r i sk. Id e a ll y, this sy s t e m wou l d b e a ll ow financ i a l s e rvic e firms to prov i d e "just i n t i m e " 
and/or r e a l t i m e financ i a l products and se rv i c e s i n a mann e r that i s customiz e d to th e 
e xact n ee ds of th e e nt e rpris e us i ng th e syst e m. 



Serial No. 09/688,982 



-7- 



Examiner: Clement Graham 
Art Unit: 3628 



Please change the first two pages of the Summary of the Invention on pages 7 
through 9 to read as shown below. 

Change to: 

It is a general object of the present invention to provide a novel and useful 
system for on -l in e r is k transf e r that ov e rcom e s identifving and measuring the li m i tat i ons 
and drawbacks tangible and intangible elements of th e e x i sting art that w e r e d e scrib e d 
pr e v i ous l w alue using predictive models and vector creation algorithms . 

A preferable object to which the present' invention is applied is fully quantifying 
and th e n sat i sfy i ng t he r i sk r e duction ne e ds for value of a commercial business. 
Comprehensive quantification of enterprise r e au i r e m e nts value is enabled by: 

1) Systematically analyzing and valuing contingent liabilities using real option 
algorithms as required to ensure that the most current information regarding the 
magnitude of potential liabilities is included in all analyses; 

2) Developing an improved understanding of the var i ab ili ty and r i sk value associated 
with all elements of enterprise value - tangible and intangible; 

3) Incorporating insights from the analyses of performance by asset management 
systems (i.e. Customer Relationship Management, Supply Chain Management, 
Brand Management, etc.) and th e ana l ys e s of r i sk by ass e t r i sk manag e m e nt 
syst e ms (cr e d i t r i sk, curr e ncy r i sk, e tc.) for individual assets; and 

4) Integrating or fusing the information from the first three items as required to develop 
a complete, three hundred sixty degree (360°) view of the r is k and opportunities 
faced by the company^-. 

5) C le ar l y i d e nt i fying th e li quid i ty and for e ign e xchang e pos i tion of th e e nt e rpr i s e ; and 

6) D e v el op i ng th e opt i mal r i sk r e duct i on program for th e company w i th i n th e constra i nts 
s p e c i f ie d by th e us e r. 
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The system of the present invention also calculates and displays an optimal value 
enhancement program for the commercial enterprise using the system. B e caus e 
i nformat i on on liquid i ty and for e ign e xchang e n ee ds i s d e v el op e d and transm i tt e d a l ong 
with th e risk informat i on, th e syst e m of th e pr e s e nt i nv e ntion i s also capab le of 
funct i on i ng as an automat e d, on li n e l iqu i d i ty transf e r sy s t e m, alon e or i n comb i nat i on 
w i th th e r i sk transf e r syst e m. 

Th e i nformat i on for e ach ent e rpris e U 6i ng th e syst e m is cont i nuous l y commun i cat e d i n 
summary format to th e c e ntra l e xchang e (such as an i nsuranc e company or bank) that 
ana l yz e s th e i nformat i on for al l e nt e rpr i s e s to: 

1) Arrange swap s of r i sk, b e tw ee n e nt e rprises w i th compl e m e ntary, offs e tting n ee ds 
for a fe e ; and/or 

2) Arrang e for i nsuranc e for a larg e r f ee as r e qu i r e d to m ee t th e n ee ds of e ach 
e nt e rpr i s e using th e syst e m and th e profit goa l s (and r e s e rv e r e qu i r e m e nts) of th e 
firm op e rat i ng th e c e ntra l e xchang e . 

To prov i d e th e most s e cur e syst e m for transf e rr i ng r i sk, th e syst e m of th e pr e s e nt 
i nv e nt i on go e s on to analyz e th e i nformat i on prov i d e d by e ach e nt e rpr i s e and th e f i rm 
op e rat i ng th e c e ntra l e xchang e (h e r ei naft e r, th e c e ntral e xchang e op e rator) to 
d e t e rm i n e i f standby cr e d i t li n e s and/or r e insuranc e ar e r e qu i r e d. — I f ei th e r of th e s e 
"back - up" fac ili t ie s for cap i ta l ar e r e qu i r e d, th e n th e appropr i at e amount of 6 tandby 
cr e d i t and/or r ei nsuranc e is d e t e rm i n e d by th e syst e m of th e pr e s e nt i nv e ntion. 
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On page 13, please delete the descriptions of FIG. 7, FIG. 9 and FIG. 10 and change 
the description of FIG. 8 to read as shown below. 
Change to: 

FIG. 6A, FIG 6B and FIG. 6C are block diagrams showing the sequence of steps in the 
present invention that are utilized for initializing and operating the analysis bots; AND 
F I G. 7 i s a b l ock diagram show i ng th e s e qu e nc e of st e ps i n th e pr e s e nt i nv e nt i on us e d 
for d e v e loping th e opt i mal risk reduction strat e gy for e ach e nt e rpr i s e ; and 
FIG. 87 is a block diagram showing the sequence of steps in the present invention used 
in communicat i ng th e summary i nformation, printing reports , and r e c ei v i ng i nformat i on 
conc e rn i ng swaps and cov e rag e from th e c e ntra l e xchang e ; . 

F I G. 9 i s a b l ock d i agram showing th e s e qu e nc e i n st e ps i n th e pr e s e nt i nv e nt i on U 6e d 
in op e rat i ng th e c e ntra l e xchang e for r i sk transf e r; 

F I G. 10 i s a d i agram s how i ng th e fi le s or tab le s i n th e e xchang e databas e (51) of th e 
pr e s e nt i nv e nt i on that ar e ut il iz e d for data storag e and r e tri e va l dur i ng th e proc e s si ng i n 
th e i nnovat i v e r i sk transf e r syst e m. 
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On page 15, please delete the paragraph at the bottom of the page (it continues to 
the top of page 16), modify the first paragraph on page 16 and delete the second 
paragraph on page 16 as shown below. 

Change to: 

Th e e xchang e databas e (51) conta i ns tab le s for 6 toring us e r i nput, e xtract e d 
i nformat i on and syst e m ca l cu l at i ons i nc l ud i ng an xm l profi le tabl e (180), an e xchang e 
bot dato tab l o (181), a cuctomor tablo (182), a risk products tablo (183), a swaps tabl e 
(184), a custom e r profil e tab l o (185), an e xchang e payout h is tory tab le (186), an 
e xchango g e nor i c r i ck tablo (187), a l i abil i ty cc e nario tab le (188), an assot pos i t i on tablo 
(189), an ext e rnal e xchang e database tab l o (190), an ass e t for e casts tab le (191), an 
ass e t corr e lat i on tabl e (192), an ass e t sc e nar i o tab le (193), an e xchang e simu l at i ons 
tab le (19 4 ), a cont i ng e nt cap i ta l tabl e (195), an opt i ma l e xchang e m i x tab le (196) and an 
e xchang e pr e m i um h i story tab le (157). Th e e xchang e databas e (51) can opt i ona ll y e x i st 
as a datamart, data war e hous e or d e partm e nta l war e hous e . 

As shown in FIG. 3, the preferred embodiment of the present invention is a 
computer system (100) illustratively comprised of a user-interface personal computer 
(110) connected to an application-server personal computer (120) via a network (45). 
The application server personal computer (120) is in turn connected via the network (45) 
to a database-server personal computer (130). Th e databa se-se rv e r p e rsona l comput e r 
(130) i s a l so conn e ct e d to th e e xchang e- s e rv e r p e r s ona l comput e r (140). The user 
interface personal computer (110) is also connected via the network (45) to an internet 
browser appliance (90) that contains browser software (800) such as Microsoft Internet 
Explorer or Netscape Navigator. 

Th e e xchang e - s e rv e r p e rsona l comput e r (1 4 0) ha s a r e ad/wr i t e random acc e ss 
m e mory (141), a hard dr i v e (1 4 2) for storag e of th e e xchang e databas e (51), a 
k e yboard (143), a communicat i ons bus (144), a d i sp l ay (1 4 5), a mous e (1 4 6), a CPU 
(147) and a pr i nt e r (148). 
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On pages 78 through 85, please delete the Risk Reduction Bot section as shown 
below. 
Change to: 

Ri s k Reduct i on Bot s 

Th e flow d i agram i n F I G. 7 d e ta i l th e proc e ss i ng that i s comp le t e d by th e port i on of 
th e app li cat i on softwar e ( 4 00) that ana l yz e s and d e v el op s a r is k r e duct i on strat e gy for 
th e comm e rc i a l e nt e rpri se using th e syst e m. 

Syst e m proc e ss i ng i n this port i on of th e app li cat i on softwar e (400) b e g i n s i n a block 
402. Th e softwar e i n b l ock 4 02 ch e ck s th e 6 yst e m s e tt i ngs tab le (140) i n th e application 
databas e (50) to d e t e rm i n e i f th e curr e nt ca l cu l at i on i s a n e w ca l cu l at i on or a structur e 
chang e . — I f th e ca l cu l at i on i s not a n e w ca l cu l at i on or a structur e chang e , th e n 
proc e ss i ng advanc e s to a softwar e b l ock 412. A l t e rnat i v el y, i f th e calculat i on i s n e w or a 
s tructur e chang e , th e n proc e ss i ng advanc e s to a softwar e b l ock 403. 

Th e softwar e i n b l ock 403 ch e cks th e bot dat e tab le (1 4 9) and d e act i vat es any 
stat i st i ca l bots w i th cr e at i on dat e s b e for e th e curr e nt syst e m dat e . Th e softwar e i n block 
403 th e n r e tr ie v e s th e i nformat i on from th e syst e m s e tt i ngs tab le (140), th e e xt e rna l 
databas e tab le (1 4 6), th e e l e m e nt of va l u e d e fin i t i on tabl e (155), th e ele m e nt var i ab le s 
tab le (158) and th e se nt i m e nt factor tab le (169) as r e qu i r e d to i n i t i a li z e stat i st i ca l bots 
for e ach causa l va l u e dr i v e r and mark e t va l u e factor. 

Bots ar e i nd e p e nd e nt compon e nt s of th e app li cation that hav e sp e c i fic tasks to 
p e rform. — I n th e cas e of stat i st i ca l bots, th ei r pr i mary tasks ar e to calculat e and stor e 
stat i st i cs such as m e an, m e d i an, standard d e v i at i on, s l op e , av e rag e p e r i od chang e , 
max i mum p e r i od chang e , var i anc e and covar i anc e for e ach causa l va l u e driv e r and 
mark e t va l u e factor for e v e ry r e g i m e . Covar i anc e w i th th e mark e t as a whol e i s a l 60 
ca l cu l at e d for e ach valu e dr i v e r and mark e t va l u e factor. Ev e ry stat i st i cal bot contains 
th e i nformat i on 6 hown i n Tab le 47. 
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Tab le 4 7 



1. Uniqu e I D numb e r (bas e d on dat e , hour, m i nut e , se cond of cr e at i on) 

2. Cr e ation dat e (dat e , hour, m i nut e , s e cond ) 

3. Mapping i nformat ion 

4. Storag e locat i on 

5. R e g i m e 

6. Va l u e Dr i v e r or Mark e t Valu e Factor 



Wh e n bot 6 i n b l ock 403 hav e i d e nt i fi e d and s tor e d stat i st i cs for e ach cau s a l va l u e dr i v e r 
and mark e t va l u e factor i n th e statist i cs tab le (170), proc e ss i ng advanc e s to a softwar e 
b l ock 404. 

Th e softwar e i n b l ock 404 ch e cks th e bot dat e tab le (1 4 9) and d e act i vat e s any r i sk 
r e duction act i vity bots w i th cr e ation dat e s b e for e th e curr e nt s y s t e m dat e . Th e softwar e 
i n b l ock 404 th e n r e tri e v e s th e i nformat i on from th e 6 y 6 t e m 6e tt i ng 6 tab le (1 4 0), th e 
e xt e rna l databas e tabl e (1 4 6), th e ele m e nt of va l u e d e f i n i tion tabl e (155), th e ele m e nt 
var i ab le s tablo (158), tho sont i ment factor tab l o (160) and th e statist i cs tablo (170) as 
r e qu i r e d to i nitia li z e r i sk r e duct i on act i v i ty bot s for e ach cau s a l va l u e dr i v e r and mark e t 
valu e factor. 

Bot s ar e i nd e p e nd e nt compon e nts of th e appl i cat i on that hav e sp e c i f i c tasks to 
p e rform. — I n th e cas e of r i sk r e duction act i v i ty bot s , th ei r pr i mary tasks ar e to i d e nt i fy 
act i ons that can b e tak e n by th e e nt e rpr ise to r e duc e r i sk. For e xampl e , i f on e custom e r 
pr e s e nts a s i gnificant r i sk to th e e nt e rpr i s e , th e n th e risk r e duct i on bot m i ght id e nt i fy a 
r e duct i on i n th e cr e d i t li n e for that custom e r to r e duc e th e r i sk. — Ev e ry r i sk r e duction 
act i v i ty bot conta i ns th e i nformat i on shown i n Tab le 4 8. 

Tablets 

1. Un i qu e I D numb e r (bas e d on dat e , hour, m i nut e , s e cond of cr e at i on) 

2. Cr e at i on dat e (dat e , hour, m i nut e , s e co nd) 

3. Mapp i ng i nformat ion 

4. Storag e l ocat i on 

5. Valu e dr i v e r or Mark e t va l u e factor 
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Wh e n bot 6 i n b l ock 404 hav e i d e ntifi e d and stor e d risk r e duction act i v i t ie s in th e risk 
r e duction act i vity tab l e (17 9 ), proc e ssing advanc e s to a softwar e b l ock 405. 

Th e softwar e i n b l ock 405 ch e cks th e bot dat e tab le (1 49 ) and d e act i vat e s any 
e xtr e m e valu e bots w i th cr e at i on dat e s b e for e th e curr e nt syst e m dat e . Th e s oftwar e i n 
b l ock 405 th e n r e tr ie v e s th e i nformat i on from th e syst e m s e tt i ngs tab le (140), th e 
e xt e rna l databas e tab le (146), th e ele m e nt of va l u e d e fin i t i on tabl e (155), th e ele m e nt 
var i ab le s tab le (158) and th e se nt i m e nt factor tab le (169) as r e quir e d to i nitia l iz e 
e xtr e m e va l u e bots i n accordanc e w i th th e fr e qu e ncy sp e c i fi e d by th e us e r (20) in th e 
syst e m s e tt i ngs tab le (140). 

Bot 6 ar e i nd e p e nd e nt compon e nts of th e app li cation that hav e sp e c i fic tasks to 
p e rform. I n th e cas e of e xtr e m e va l u e bots, th ei r pr i mary task i s to i d e nt i fy th e e xtr e m e 
va l u e s for e ach causal valu e driv e r and mark e t va l u e factor. Th e e xtr e m e va l u e bots 
us e th e B l ocks m e thod and th e p e ak ov e r thr e sho l d m e thod to i d e nt i fy e xtr e m e va l u e s. 
Oth e r e xtr e m e valu e a l gor i thms can b e us e d to th e 6 am e e ff e ct. Ev e ry e xtr e m e va l u e 
bot act i vat e d i n th i s b l ock contains th e i nformat i on 6 hown i n Tab le 4 9. 

Table49 

1. Un i qu e I D numb e r (bas e d on dat e , hour, m i nut e , s e cond of cr e at i on) 

2. Cr e at i on dat e (dat e , hour, minut e , s e cond ) 

3. Mapping i nformat ion 

A. Storag e l ocat i on 

5. M e thod 

6. Va l u e dr i v e r or Mark e t va l u e factor 



Aft e r th e e xtr e m e va l u e bot 6 ar e i n i t i a l iz e d, th e y act i vat e i n accordanc e w i th th e 
fr e qu e ncy sp e c i fi e d by the ucor (20) in the syst e m se tt i ngs tabl e (140). Onc e act i vat e d, 
th e y r e tri e v e th e r e qu i r e d i nformation from th e s yst e m s e ttings tab le (140), th e e xt e rna l 
databas e tab le (146), th e ele m e nt of va l u e d e fin i t i on tab le (155), th e ele m e nt variab les 
tab le (158) and th e s e ntim e nt factor tab le (16 9 ) and d e t e rm i n e th e e xtr e m e valu e rang e 
for e ach va l u e dr i v e r or mark e t valu e factor. Th e bot sav e s th e e xtr e m e va l u e s for e ach 
causa l va l u e dr i v e r and mark e t va l u e factor i n th e 6 tat i6 tics tabl e (170) i n th e app li cat i on 
databas e (50) and proc e ss i ng advanc e s to a block 4 09. 
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Th e softwar e i n b l ock 4 0 9 ch e ck s th e bot dat e tabl e (149) and d e act i vat e s any 
sc e nario bots w i th cr e at i on dat e s b e for e th e curr e nt s y s t e m dat e . Th e softwar e i n b l ock 
40 9 th e n r e tri e v e s th e i nformat i on from th e syst e m s e tt i ngs tab le (1 40), th e op e rat i on 
s yst e m tabl e (1 44 ), th e e xt e rna l databas e tab le (146), th e advanc e d financ e syst e m 
tabl e (147), th e ele ment of va l ue d e finition tab le (155), th e s e nt i m e nt factors tabl e (169) 
and th e stat i stics tabl e (170) as r e quir e d to i n i t i a li z e sc e nar i o bots i n accordanc e w i th 
th e froquoncy cpocifiod by tho uoor (20) in the syst e m s e tt i ngs tabl e (140). 

Bots ar e ind e p e nd e nt compon e nts of th e app li cat i on that hav e sp e cific tasks to 
p e rform. I n th e cas e of sc e nario bots, th e ir pr i mary task i s to i d e nt i fy l i k e ly sc e nar i os for 
th e e vo l ut i on of th e causa l va l u e dr i v e rs and mark e t va l u e factors. Th e sc e nar i o bots 
u se i nformat i on from th e advanc e d financ e syst e m and e xt e rna l databas e s to obta i n 
for e casts for i nd i v i dua l causal factors b e for e using th e covar i anc e i nformat i on stor e d i n 
th e stat i st i cs tab le (170) to d e v el op for e casts for th e oth e r cau s a l va l u e dr i v e rs and 
factors und e r normal cond i tions. — Th e y a l so us e th e e xtr e m e va l u e i nformation 
ca l cu l at e d by th e pr e v i ous bots and stor e d i n th e stat i st i cs tab le (170) to ca l culat e 
e xtr e m e sc e nar i os. Ev e ry sc e nar i o bot act i vat e d i n th i s b l ock contains th e i nformation 
6 hown i n Tab le 50. 

1. Un i qu e I D numb e r (bas e d on dat e , hour, m i nut e , s e cond of cr e at i on) 

2. Cr e ation dat e (dat e , hour, minut e , s e co nd 

3. Mapp i ng i nformat ion 

4. Storag e l ocat i on 

5. Typ e : Norma l or Extr e m e 

5. Ent e rpr i s e 

Aft e r th e sc e nar i o bots ar e i n i tia li zed, th e y act i vat e i n accordanc e w i th th e fr e qu e ncy 
sp e c i fi e d by th e us e r (20) i n th e syst e m s e tt i ngs tab le (140). — Onc e act i vat e d, th e y 
r e tr ie v e th e r e qu i r e d i nformat i on and d e v el op a var ie ty of sc e nar i os as d e scr i b e d 
pr e v i ous l y. Aft e r th e sc e nar i o bots compl e t e th e ir ca l cu l ations th e y sav e th e r e su l t i ng 
sc e nar i os i n th e sc e nar i os tab le (171) i n th e app li cat i on databas e (50) and proc e ss i ng 
advanc e s to a b l ock 410. 
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Th e s oftwar e i n b l ock 410 ch e ck s th e bot dat e tabl e (1 49 ) and d e act i vat e s any 
si mulat i on bots w i th cr e at i on dat e s b e for e th e curr e nt syst e m dat e . Th e softwar e i n 
b l ock 410 th e n r e tr ie v e s th e i nformation from th e s yst e m s e tt i ng s tabl e (140), th e 
op e rat i on syst e m tabl e (144), th e advanc e d financ e syst e m tabl e (1 4 7), th e ele m e nt of 
va l u e d e finit i on tab le (155), th e e xt e rna l databas e tabl e (156), th e s e nt i m e nt factor s 
tabl e (169), th e stat is tics tab le (170), th e sc e nar i os tabl e (171) and th e g e n e ric risk 
tab le (178) as r e qu i r e d to i n i t i a li z e s i mu l at i on bots in accordanc e w i th th e fr e qu e ncy 
spoc i fiod by th e us e r (20) i n th e syctom cottings tab le (140). 

Bots ar e ind e p e nd e nt compon e nts of th e app l icat i on that hav e sp e cific tasks to 
p e rform. I n th e cas e of s i mu l ation bots, th ei r pr i mary ta 6 k i s to run thr ee d i ff e r e nt typ e6 
of simu l at i ons for th e e nt e rpr i s e . Th e s i mu l at i on bots run s i mulations of organ i zat i onal 
f i nanc i a l p e rformanc e and va l uat i on us i ng: th e two typ e s of sc e nar i os g e n e rat e d by th e 
sc e nar i o bots — norma l and e xtr e m e , th e y a l so run an unconstra i n e d g e n e t i c a l gor i thm 
si mu l at i on that e vo l v e s to th e most n e gat i v e sc e nar i o. In add i t i on to e xam i n i ng th e 
e conom i c factors that w e r e i d e nt i f ie d i n th e pr e v i ous ana l ys i s, th e bots s i mu l at e th e 
i mpact of g e n e r i c r i sks l i k e fir e , e arthquak es , f l oods and oth e r w e ath e r - r el at e d 
ph e onom e na l that ar e un - oorr el at e d w i th th e e conom i c s c e nar i os. Ev e ry s i mulat i on bot 
act i vat e d i n this block conta i ns th e i nformation shown i n Tab le 51 . 

Tab l e 51 

1. Un i qu e I D numb e r (bas e d on dat e , hour, m i nut e , se cond of cr e at i on) 

2. Cr e at i on dat e (dat e , hour, m i nut e , s e co nd) 

3. Mapp i ng i nformat i o n 

4. Storag e l ocat i on 

5. Typ e : Norma l , Extr e m e or G e n e t i c Algor i thm 

6. Ent e rpr i s e 

Aft e r th e simu l at i on bot 6 ar e i n i t i al i z e d, th e y act i vat e i n accordanc e w i th th e fr e qu e ncy 
sp e c i f ie d by th e us e r (20) i n th e syst e m s e tt i ngs tab le (140). — Onc e act i vat e d, th e y 
r e tr ie v e th e r e qu i r e d i nformat i on and simu l at e th e f i nanc i al p e rformanc e and va l u e 
i mpact of th e d i ff e r e nt sc e nar i os. Aft e r th e s i mu l at i on bot 6 comp le t e th ei r ca l culat i ons, 
th e r e su l t i ng for e ca s ts ar e sav e d i n th e s i mu l ations tab le (168) and th e summary xm l 
tab le (177) i n th e app li cat i on databas e (50) and proc es s i ng advanc es to a b l ock 411 . 
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Th e softwar e i n b l ock 411 continua ll y runs an ana l ys i s to d e fin e th e opt i ma l risk 
r e duct i on strat e gy for e ach of th e id e nt i fi e d norma l and e xtr e m e sc e narios. I t do e s th i s 
by first r e tri e v i ng from th e syst e m s e ttings tab le (140), th e op e rat i on syst e m tab le (14 4 ), 
th e e xt e rnal databas e tab le (146), th e advanc e d financ e syst e m tab le (1 4 7), th e e l e m e nt 
of va l u e d e finit i on tabl e (155), th e s e nt i m e nt factors tabl e (169), th e statist i cs tab le 
(170), the sc e nario tabl e (171), th e r i sk r e duct i on products tabl e (173) and th e ri 6 k 
r e duction act i v i ty tabl e (179) wh i ch i s th e i nformat i on r e qu i r e d to i n i t i al i z e th e 
optimizat i on a l gor i thm. — Th e softwar e i n th e b l ock d e t e rm i n e s th e opt i ma l m i x of risk 
r e duct i on products (d e r i vat i v e purchas e , i nsuranc e purchas e , e tc.) and r i sk r e duct i on 
a ct i v i t ie s (r e duc i ng cr e d i t li m i ts for c e rtain custom e rs, sh i ft i ng product i on from h i gh r i sk 
to l ow e r r i sk countr ie s, e tc.) for th e company und e r e ach sc e nar i o g i v e n th e confid e nc e 
i nt e rva l e stab li sh e d by th e us e r (20) i n th e s yst e m s e tt i ngs using a li n e ar programm i ng 
opt i m i zat i on a l gor i thm. A mu l t i crit e r i a opt i m i zat i on i s a l6 0 run at th is 6tag e to d e t e rm i n e 
th e b e st m i x for r e ducing r i sk und e r both norma l and e xtr e m e s c e nar i o s . — Oth e r 
opt i m i zat i on a l gor i thm s can b e us e d at th i s po i nt to ach ie v e th e sam e r e su l t. — I n any 
e v e nt, th e r e su l t i ng product and act i v i ty m i x for e ach s e t of sc e nar i o s and th e comb i n e d 
ana l ys i s i s sav e d i n th e opt i ma l m i x tabl e (175) and th e xml summary tabl e (177) i n th e 
app li cat i on databas e (50) and th e r e v i s e d simu l at i ons ar e sav e d i n th e s i mu l at i ons tab le 
(168) b e for e proc e ss i ng pass e s to a softwar e block 412. Th e shadow pric e s from th e s e 
opt i mizat i ons ar e a l so stor e d i n th e r i sk r e duct i on products tab le (173) and th e xm l 
s ummary tabl e (177) for us e i n i d e nt i fy i ng n e w r i 6k r e duct i on products that th e company 
may w i sh to purcha se and/or n e w risk r e duct i on act i v i t ies th e company may wi 6 h to 
d e v el op. 

Th e softwar e i n b l ock 412 ch e cks th e s y s t e m se tt i ng s tab le (1 4 0) i n th e app li cation 
databas e (50) to d e t e rm i n e i f th e curr e nt ca l cu l at i on i s a n e w ca l cu l at i on or a structur e 
chang e . — I f th e ca l cu l at i on i s not a n e w ca l cu l at i on or a structur e chang e , th e n 
proc es s i ng advanc e s to a s oftwar e b l ock 502. A l t e rnat i v el y, i f th e ca l cu l at i on i s n e w or a 
structur e chang e , th e n proc e ss i ng advanc es to a s oftwar e b l ock 4 13. 

Th e softwar e i n b l ock 413 ch e cks th e bot dat e tab le (149) and d e act i vat e s any i mpact 
bots w i th cr e at i on dat e s b e for e th e curr e nt syst e m dat e . Th e softwar e i n b l ock 413 th e n 
r e tri e v e s th e i nformat i on from th e syst e m s e tt i ngs tabl e (1 4 0), th e op e rat i on syst e m 
tab le (144), th e e xt e rna l databas e tab le (1 4 6), th e advanc e d financ e syst e m tab le (147), 
th e ele m e nt of va l ue d e fin i t i on tabl e (155), th e s i mu l at i ons tab le (168), th e s e nt i m e nt 
factors tab le (160), th e stat i st i cs tab le (170), th e sc e nar i o tabl e (171) and th e opt i ma l 
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mix tab le (175) as r e qu i r e d to init i al i z e va l u e impact bote i n accordanc e w i th th e 
fr e qu e ncy sp e cifi e d by th e us e r (20) i n th e sy s t e m se ttings tabl e (140). 

Bots ar e i nd e p e nd e nt compon e nts of th e appl i cat i on that hav e sp e c i fic ta s ks to 
p e rform. I n th e cas e of i mpact bots, th ei r primary task i6 to d e t e rm i n e th e va l u e i mpact 
of e ach risk r e duct i on product and act i v i ty - thos e i nclud e d i n th e opt i ma l m i x and thos e 
that ar e n't - on th e diff e r e nt sc e narios. Ev e ry i mpact bot conta i ns th e informat i on shown 
in Tablo 52. 

T ab le 52 

1. Un i qu e I D numb e r (bas e d on dat e , hour, minut e , s e cond of cr e at i on) 

2. Cr e at i on dat e (dat e , hour, m i nut e , s e co fld) 

3. Mapp i ng i nformat ion 

4. Storag e l ocat i on 

5. Ent e rpris e 

6. Risk r e duct i on product or acti vity 

Aft e r th e va l u e i mpact bots ar e i n i t i a li z e d by th e softwar e i n b l ock 413, th e y act i vat e in 
accordanc e w i th th e fr e qu e ncy sp e c i fi e d by th e us e r (20) in th e syst e m s e tt i ng s tab le 
(1 4 0). — Aft e r b ei ng act i vat e d, th e bots r e tr ie v e i nformat i on as r e quir e d to r e v i s e th e 
simulat i ons of e nt e rpr i s e p e rformanc e and d e t e rm i n e th e r i sk r e duct i on i mpact of e ach 
product on e ach s i mu l ation. Th e r es u l t i ng for e cast of va l u e i mpacts ar e th e n sav e d i n 
th e r i sk r e duct i on products tabl e (173) or th e r i sk r e duct i on act i v i ty tab le (17 9 ) as 
appropr i at e i n th e appl i cat i on databas e (50) b e for e proc e ss i ng advanc e s to a b l ock 4 1 4 . 

Th e s oftwar e i n b l ock 414 pr e par e s and d is p l ays a li st i ng from h i gh e st i mpact to 
l ow e st i mpact for e ach r i sk r e duct i on product und e r th e norma l sc e nar i os, th e e xtr e m e 
sc e nar i os and th e comb i n e d (mu l ti - cr i t e r i a) ana l ys i s us i ng th e priorit i z e d li sting d i splay 
w i ndow (706). Th e opt i mal m i x for th e norma l and e xtr e m e sc e nar i os ar e d e t e rm i n e d by 
ca l culating th e w ei ght e d av e rag e sum of th e d i ff e r e nt sc e nar i os wh e r e th e w ei ght i ng i s 
d e t e rm i n e d by th e r el at i v e li k eli hood of th e s c e nar i o. Th e d i sp l ay i d e nt i f ie s th e opt i ma l 
m i x from th e comb i n e d ana l ys i s as th e r e comm e nd e d so l ut i on for e nt e rpris e risk 
r e duct i on. At th i s po i nt, th e us e r (20) is g i v e n th e opt i on of: 

1 . Edit i ng (adding or d ele ting product s and act i v i t ie s) from th e r e comm e nd e d 
so l ut i on; 
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2. S ele ct i ng th e opt i mal m i x from th e normal sc e nario; 



3. S ele ct i ng and th e n e d i ting th e opt i ma l m i x from th e normal sc e narios; 

4. S ele ct i ng th e optima l m i x from th e e xtr e m e sc e nar i o; 

5. S ele ct i ng and th e n e d i ting th e opt i ma l m i x from th e e xtr e m e s c e narios; or 

6. L e aving th e d e fau l t cho i c e i n plac e . 

Aft e r th e us e r (20) has fin i sh e d th e r e vi e w and th e opt i ona l e d i t of th e sele ct e d m i x, 
any chang e s ar e sav e d i n th e opt i ma l m i x tabl e (175) i n th e app li cation databas e (50) 
and proc e s s ing advanc e s to a softwar e b l ock 502. — I t shou l d b e not e d that th e 
proc e ss i ng of th e r i sk r e duct i on bot s e gm e nt can, with v e ry m i nor chang e s, a l so b e us e d 
to ana l yz e th e i mpact of v al u e e nhanc i ng chang e s on th e e nt e rpr i s e . This cou l d i nc l ud e 
a va l u e max i m i zat i on ana l y 6i6 and/or a mult i- cr i t e r i a max i mum va l u e , m i nimum r i6 k 
opt i m i zat i on. 
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Please change the Output section on pages 85 through 88 to read as shown below. 
Change to: 

The flow diagram in FIG. 87 details the processing that is completed by the 
portion of the application software (500) that generates a summary of the risk, liquidity 
and foreign exchange position of the company, places orders to purchase the optimal 
mix of risk reduction products and optionally prints management reports. Processing in 
this portion of the application starts in software block §02515. 

Th e software i n block 502 ch e cks th e opt i ma l m i x tab le (175) i n th e appl i cat i on 
databas e (50) to d e t e rmin e which r i sk r e duction activ i ti e s hav e b ee n inc l ud e d i n th e 
opt i ma l mix. I f risk r e duct i on act i v i t ie s hav e b ee n inc l ud e d i n th e opt i ma l m i x, th e n th e 
softwar e i n th i s b l ock pr e par e s summar ie s of th e chang e s and transm i ts th e m to th e 
aff e ct e d financ i a l , op e rat i ona l and/or soft ass e t manag e m e nt syst e m(s). For e xamp le , i f 
th e option to r e duc e th e cr e d i t li n e for a c e rta i n custom e r has b ee n acc e pt e d, th e n th e 
custom e r r e lat i onsh i p manag e m e nt syst e m and th e accounts r e c ei vab le syst e m w ill b e 
updat e d w i th th e n e w cr e d i t li m i t i nformat i on by a transm i ss i on from th e softwar e i n th i s 
b l ock. A l t e rnat i v el y, i f th e r e ar e no risk r e duct i on act i v i ti e s i n th e opt i ma l m i x, th e n 
proc e ssing advanc e s d i r e ctly to a softwar e b l ock 503. 

Th e softwar e i n b l ock 503 r e tr ie v e s i nformat i on from th e syst e m 6e tt i ng 6 tab le (140) 
and th e advanc e d f i nanc e syst e m tab le (1 4 7) that i 6 r e qu i r e d to ca l cu l at e th e min i mum 
amount of cash that w ill b e ava il ab le for i nv e stm e nt i n r i 6k r e duct i on dur i ng th e n e xt 36 
month p e r i od. Th e s yst e m s e tt i ngs tab le (140) conta i n s th e m i n i mum amount of cash 
and ava il ab le s e cur i t ie s that th e us e r (20) i nd i cat e d was r e qu i r e d for e nt e rpr i s e 
op e rat i on wh i l e th e advanc e d financ e syst e m tab le (1 4 7) conta i ns a for e cast of th e ca 6 h 
balanc e for th e e nt e rpr i s e for e ach p e r i od dur i ng th e n e xt 36 months. A summary of th e 
ava il abl e cash and ca 6 h d e f i c i ts by curr e ncy, by month, by e nt e rpr i s e for th e n e xt 36 
months i s stor e d i n a summary xm l format i n th e xm l s ummary tab le (177) dur i ng th i s 

stag e of proc e ss i ng. Aft e r th e amount of ava il abl e cash for e ach e nterpr i s e i s 

ca l cu l at e d and stor e d i n th e r i sk r e duct i on purchas e tab le (165), proc e ss i ng advanc e s to 
a softwar e b l ock 50 4 . 

Th e softwar e i n b l ock 504 ass e mb le s th e pr e v i ous l y d e v el op e d summar ie s of cash 
pos i t i on, for e ign e xchang e r e qu i r e m e nts, r i sks, sc e nar i os and stat i st i cs i nto a xm l 
summary profi le of th e e nt e rpr i s e . Th i s summary prof i l e is transf e rr e d v i a th e n e twork 
( 4 5) to a s oftwar e b l ock 604 to start th e proc e ss i ng i n block 600. Th e softwar e i n b l ock 
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600 r e v ie w s th e e nt e rpris e profi le and d e v el ops a r e comm e nd e d li st of products and/or 
swaps that th e e nt e rpris e shou l d purchas e to r e duc e risk. Th e r e comm e nd e d l i st of 
products and/or swap s i6 th e n tran s m i tt e d by a softwar e block 616 v i a a n e twork (45) to 
a softwar e b l ock 514. 

Aft e r th e s oftwar e i n b l ock 504 transm i ts th e summary profi le , proc e ss i ng advanc e s to 
a softwar e block 507. Th e softwar e i n b l ock 507 ch e cks th e summary profi le to s ee i f 
th e r e ar e any n e w l o sse s i n th e profi le . I f th e r e ar e n e w lo s s e s, th e n th e i nformat i on 
r e gard i ng th e l oss e s i s transm i tt e d v i a a n e twork ( 4 5) to a softwar e b l ock 618. Aft e r th e 
softwar e i n b l ock 618 ana l yz e s th e 

Th e softwar e i n b l ock 51 4 ana l yz e s th e r i6 k r e duct i on products and swaps transm i tt e d 
by th e e xchang e to d e t e rm i n e th e p e rc e ntag e r e duction i n financia l p e rformanc e 
vo l at i l i ty that th ei r purchas e w ill produc e for th e e nt e rpr i s e . I f th e pr e viously comp le t e d 
s e nt i m e nt ana l ysis i nd i cat e d that financ i a l p e rformanc e vo l at ili ty was a dr i v e r of mark e t 
va l u e , th e n th e softwar e i n b l ock 514 wil l r e tr ie v e th e r e qu i r e d i nformat i on from th e 
s e nt i m e nt factors tabl e (169) and e st i mat e th e valu e i ncr e as e that w ill b e produc e d by 
th e d e cr e a se d vo l ati li ty. — Th e softwar e i n b l ock 51 4 a l so confirms that th e product s 
and/or swaps r e comm e nd e d by th e e xchang e can b e purchas e d us i ng ava il abl e cash 
for a tota l e xp e nd i tur e , counting both pr i or purchas e s and p l ann e d purchas es , that i s 
Ie s 6 than or e qua l to th e max i mum i nv e stm e nt amount es tab li sh e d by th e us e r (20) i n 

syst e m s e tt i ng s tab le (140). I f th e p l ann e d purchas e s ar e w i th i n th e gu i d eli n e s 

e stab l ish e d by th e us e r (20), th e n th e softwar e g e n e rat e s a purchas e ord e r for th e 
add i t i ona l r i sk r e duct i on product s and/or swaps. — A l t e rnat i v el y, i f th e r e isn't ava il abl e 
cash or i f th e p l ann e d purchas e e xc ee ds th e e xp e nd i tur e guid e l i n e e stab li sh e d by th e 
us e r (20), th e n a m e ssag e indicat i ng th e probl e m(s) i s pr e par e d. — I n any e v e nt, th e 
softwar e i n b l ock 51 4 d i sp l ays th e r es u l t i ng m e ssag e or purchas e order to the us e r (20) 
v i a th e purchas e r e v ie w data w i ndow (711). Th e purchas e rev ie w data window (711) 
a l6 0 d is play s th e e st i mat e of va l u e i ncr e as e , i f any, that th e i mp le m e ntat i on of th e r i sk 
r e duct i on program w ill prov i d e . Th e u se r (20) can opt i ona ll y e d i t or conf i rm th e purchas e 
ord e r, i ncr e as e th e amount that can b e sp e nt on r i sk r e duct i on or chos e to purchas e a 
m i x that i s not th e opt i ma l m i x. Aft e r th e us e r (20) comp le t e s h i s or h e r r e v ie w and 
opt i ona l e d i t, th e softwar e i n b l ock 514 transm i ts any ord e rs to purchas e th e r i sk 
r e duct i on products that w e r e approv e d v i a th e n e twork ( 4 5) to a softwar e b l ock 617 
which acc e pts th e ord e r transm i ts a conf i rmat i on. Th e softwar e at th i s po i nt cou l d, of 
cours e , i n i t i a li z e on e or mor e bots to s e arch th e various w e b sit e s and e xchang e s to g e t 
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th e b e st pric e for th e company using th e syst e m of th e pr e s e nt i nv e ntion. I n any e v e nt, 
th e d e tails of th e purchas e transact i on and confirmation ar e th e n sav e d in th e risk 
r e duct i on purchas e tab le (165) b e for e proc e ssing advanc e s to b l ock 515. 

The software in block 515 displays the report selection window (705) to the user (20). 
The user (20) optionally selects reports for printing. If the user (20) selects any reports 
for printing, then the information regarding the reports selected is saved in the reports 
table (164). After the user (20) has finished selecting reports, processing advances to a 
software block 516. 

The software in block 516 checks the reports tables (164) to determine if any reports 
have been designated for printing. If reports have been designated for printing, then 
processing advances to a block 525. The software in block 525 sends the designated 
reports to the printer (118). After the reports have been sent to the printer (118), 
processing advances to a software block 527. Alternatively, if no reports were 
designated for printing, then processing advances directly from block 516 to block 527. 

The software in block 527 checks the system settings table (140) to determine if the 
system is operating in a continuous run mode. If the system is operating in a continuous 
run mode, then processing returns to block 205 and the processing described previously 
is repeated. Alternatively, if the system is not running in continuous mode, then the 
processing advances to a block 528 where the system stops. 

While the above description contains many specificity's, these should not be 
construed as limitations on the scope of the invention, but rather as an exemplification of 
one embodiment thereof. Accordingly, the scope of the invention should be determined 
not by the embodiment illustrated, but by the appended claims and their legal 
equivalents. 
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On pages 88 through 98, please delete the Exchange section in its entirety as shown 
below. 

EXC H ANGE 

Th e flow d i agram i n F I G. 9 d e ta i ls the proc e ss i ng that is comp le t e d by th e port i on of 
th e app li cat i on softwar e (600) that ana l yz e s i nformat i on from a numb e r of e nt e rpr i s e s 
and arrang e s for r i sk "swaps" and/or th e sa le of risk r e duct i on product s to e ach 
e nt e rpris e at a pr i c e that me e ts th e profit goals and r ese rv e r e qu i r e m e nts of th e 
e xchange. Th e descr i ption b el ow wi ll fo l low th e proc es sing and act i v i t ie s of th e syst e m 
of th e pr e s e nt i nv e ntion wh e n on e n e w cu s tom e r profi le i s transm i tt e d to th e e xchang e . 

Syst e m proc e ss i ng i n this port i on of th e app li cat i on softwar e ( 4 00) b e gin s in a b l ock 
602: — Th e softwar e i n b l ock 602 chocks th e e xchang e bot date tab l o (181) i n th e 
e xchang e databas e (51) and d e act i vat e s any data bots w i th cr e at i on dat e s b e for e th e 
curr e nt syst e m dat e . Th e softwar e i n b l ock 602 th e n r e tri e v e s th e i nformat i on from th e 
xm l profi le tab l o (180), th e customer tab le (182), tho r i ck products tab le (183), th e swaps 
tabl e (184), th e custom e r profi le s tab le (185) th e g e n e ric r i sk tab le (187), th e e xt e rna l 
e xchang e databas e tab le (190) and th e cont i ng e nt cap i ta l tab le (195) a 6 r e qu i r e d to 
i nit i a li z e e xchang e data bots. 

Bot 6 ar e i nd e p e nd e nt compon e nts of th e app l icat i on that hav e s p e cif i c tasks to 
p e rform. In th e coco of e xchang e data bot 6 , th ei r pr i mary tasks ar e to: 

1 . Stor e th e l at e st v e rs i on of th e custom e r profi le i n th e custom e r profi le tab le (182); 

2. Updat e th e e xt e rna l e xchang e databas e tab le (190) w i th i nformat i on r e qu i r e d to 
ana l yz e ass e t r e turns on e x i st i ng and pot e nt i al i nv e stm e nt s ; 

3. Updat e th e e xchang e g e n e r i c r i sk tabl e (1 87); and 
A. Updat e th e cont i ng e nt cap i ta l tabl e (1 9 5). 

Ev e ry e xchang e data bot conta i ns th e i nformat i on s hown i n Tabl e 53. 
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Tab le 53 



1. Uniqu e I D numb e r (bas e d on dat e , hour, m i nut e , s e oond of cr e at i on) 

2. Cr e at i on dat e (dat e , hour, m i nut e , s e c ond) 

3. Mapping i nformat ion 

A. Storag e l ocat i on 

5. Typ e : Custom e r, G e n e ric r i sk, Cont i ng e nt Cap i tal or Ext e rna l databas e 

Wh e n th e bots i n block 604 hav e stor e d th e profi le for th e custom e r transm i tt i ng data to 
th e e xchang e i n th e custom e r profi le s tab le (185), th e g e n e r i c risk i nformation in th e 
g e n e r i c r i sk tab le (187), th e conting e nt capita l i nformat i on i n th e cont i ng e nt cap i ta l tabl e 
(195) and th e e xt e rna l data r e qu i r e d for ass e t r e turn ana l ysis i n th e e xt e rna l e xchang e 
databas e tabl e (190) i n th e e xchang e databas e (51), proc essi ng advanc e s to a softwar e 
b l ock 605. 

Th e softwar e i n b l ock 605 ch e cks th e e xchang e bot dat e tab le (181) and d e act i vat e s 
any tran s f e r bots w i th cr e ation dat e s b e for e th e curr e nt syst e m dat e for th e custom e r 
transmitt i ng data to th e e xchang e . Th e softwar e i n b l ock 605 th e n r e tr ie v e s th e 
i nformat i on from th e xm l profi le tab le (180), th e custom e r tab le (182), th e r i sk product s 
tab le (183), th e swaps tab le (184) and th e custom e r profi le tab le (185) as r e qu i r e d to 
i n i t i al i z e transf e r bots for th e e nt e rpr i s e transm i tt i ng a summary prof i l e to th e e xchang e . 

Bots ar e i nd e p e nd e nt compon e nts of th e app li cat i on that hav e sp e c i fic tasks to 
p e rform. I n th e cas e of transf e r bots, th ei r primary tasks ar e to i d e nt i fy swaps, e x i st i ng 
product and n e w product s that can b e mad e to sat i sfy th e r i sk transf e r n ee ds of th e 
e nt e rpr i s e transm i tt i ng data to th e e xchang e . — For e xamp le , i f on e e nt e rpris e has a 
si gn i ficant risk from oi l pr i c e s dropp i ng (a h e at i ng o il company, for e xampl e ) and anoth e r 
e nt e rpris e fac es a si gn i ficant r i sk wh e n o il pr i c e s r i s e (a truck i ng company, for e xampl e ), 
th e n th e transf e r bot w ill i d e nt i fy th e offs e tt i ng r i sk factors and r e cord a swap. I f th e r i sk 
transf e r can b e comp le t e d by both an e x i st i ng r i sk transf e r product and a swap, th e n 
pr e f e r e nc e is g i v e n to th e swap. Ev e ry tran s f e r bot conta i ns th e i nformat i on shown i n 
Tab le 54. 
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Tabled 



1. Un i qu e I D numb e r (ba se d on dat e , hour, m i nut e , s e cond of cr e at i on) 

2. Cr e ation dat e (dat e , hour, m i nut e , second) 

3. Mapp i ng i nforma tion 

A. Storag e locat i on 

5. Risk factor 

6. Typ e : Swap, Ex i st i ng product or N e w product 

7. Amount(s) 

8. Dat e (s) 

9. Custom e r 1 (for swaps on l y) 

ttt4Q 

9 + n. Custom e r n (for 6 waps o nty) 

Aft e r th e transf e r bot i d e nt i fi e s th e 6 waps, e x i st i ng products and n e w products that w ill 
sat i sfy th e n ee ds of th e e nt e rpr i s e for risk transf e r th e r e su l ts ar e sav e d to th e e xchang e 
databas e (51). — I nformat i on on swaps i s 6 av e d on th e swaps tabl e (184) and th e 
custom e r profi le tab le (185) and i nformation on n e w products i s sav e d i n th e r i sk 
products tab le (183) w i thout a pr i c e . Th e pr i c e for n e w products w ill b e e stab li sh e d l at e r 
i n th e proc e ss i ng. Aft e r data storag e i s comp le t e , proc e ss i ng advanc e s to a softwar e 
block 609. 

Th e softwar e i n b l ock 60 9 ch e cks th e e xchang e bot dat e tab le (181) and d e act i vat es 
any l i ab ili ty s c e nar i o bots w i th cr e at i on dat e s b e for e th e curr e nt sy s t e m dat e . Th e 
s oftwar e in b l ock 605 th e n r e tr ie v e s th e i nformat i on from th e xm l profi le tab le (180), th e 
custom e r tab le (182), th e risk products tab le (183), th e 6 waps tab le (184), th e cu s tom e r 
profi le tab le (185), th e e xchang e payout h is tory tab le (186), th e g e n e r i c r is k tab le (187) 
and th e e xchang e pr e mium h i story tabl e (1 9 6) as r e qu i r e d to i n i t i al i z e n e w li abi li ty 
s c e nar i o bot6. 

Bots ar e i nd e p e nd e nt compon e nts of th e app li cat i on that hav e sp e c i f i c tasks to 
p e rform. I n th e cas e of li abi li ty sc e nar i o bote, th ei r primary task 6 ar e to cr e at e a s e r ie s 
of s c e nar i os e st i mat i ng th e n e t payout (pr e m i ums m i nus payout ~ n e t payout) 
assoc i at e d th e r i sks tran s f e rr e d via swap6 or i n s uranc e from a l l custom e rs. As w i th th e 
pr i or ana l y s is at th e e nt e rpr i s e le v el , th e r e ar e two typ e s of s c e nar i os d e v el op e d at th i s 
stag e of proc e ss i ng, norma l sc e nar i os and e xtr e m e sc e nar i o s . — Th e sc e nar i os ar e 
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d e v e lop e d by combining th e information and stat is t i cs from summary profi le s 
transm i tt e d by th e custom e rs of th e e xchang e w i th th e e xchang e payout h i story, th e 
e xchang e pr e m i um history and g e n e ric r i sk informat i on. — Ev e ry li ab ili ty sc e nario bot 
act i vat e d i n th i s block conta i ns th e informat i on shown i n Tab le 55. 

Table-S5 

1. Un i qu e I D numb e r (bas e d on dat e , hour, minut e , s e cond of cr e ation) 

2. Cr e at i on dat e (dat e , hour, m i nut e , s e co nd) 

3. Mapping i nformat ion 

A. Storag e locat i on 

5. Typ e : Extr e m e or Norma l 

Aft e r th e li ab il ity sc e nario bot s ar e init i a li z e d, th e y r e tr ie v e th e r e quir e d i nformat i on 
from th e xm l profi le tab le (180), th e custom e r tabl e (182), th e r i sk products tab le (183), 
th e swaps tab le (184), th e custom e r profil e tabl e (185), th e e xchang e payout hi s tory 
tab le (186), th e g e n e r i c risk tab le (187), th e e xt e rna l e xchang e databas e tab le (1 9 0) and 
th e e xchang e pr e m i um history (196) b e for e g e n e rat i ng a s e r ie s of n e t payout sc e nar i os 
that ar e appropr i at e for th e typ e of ana l ys i s b e ing compl e t e d — e xtr e m e or norma l . Th e 
bot sav e s th e sc e nar i o s " i n th e l i ab il ity sc e nar i o tab le (188) i n th e e xchang e databas e 
(51) and proc e ssing advanc e s to a b l ock 610. 

Th e softwar e in b l ock 610 cont i nua ll y comp le t e s analys e s simi l ar to thos e comp le t e d 
by th e analy sis bots i n th e e nt e rpr i s e port i on of th e syst e m of th e pr e s e nt i nv e nt i on. Th e 
softwar e i n th i s b l ock us e s th e pub l ic l y ava il ab le i nformat i on 6 tor e d i n th e e xt e rnal 
e xchang e databas e tab le (190) to comp le t e th e ana l ys e s shown i n Tab le 56 for e ach 
e qu i ty i nv e stm e nt lis t e d i n th e ass e t pos i t i on tab le (189) and d e scr i b e d i n data obta i n e d 
from th e e xt e rna l databas e (25). 
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Tab le 56 



1 . I d e nt i fy mark e t va l u e factors causing chang e s i n th e e qu i ty mark e t p mej 

2. For e cast th e va l u e of th e curr e nt op e rat i on for th e company a s a funct i on of th e causal 
factors i d e ntifi e d i n 1 and prior p e rformanc e us i ng for e cast i ng m e thod for r e v e nu e , 
e xp e ns e and cap i ta l chang e sim i lar to that d e scr i b e d i n r e lat e d U.S. Pat e nt 5,615 t4Q&7 

3. For e ca s t th e al l ocat i on of industry r e al opt i ons to th e company on th e basi s of r e lativ e 
causa l i ntangib le ele m e nt str e ngth us i ng for e casting m e thod s i m il ar to that d e scr i b e d i n 

r el at e d U.S. Pat e nt 5,615,10 9 ; and 

A. For e cast th e i ncom e (d i v i d e nds) prov i d e d by th e e quity as a function of th e causal 
factors i d e ntifi e d i n 1 and pr i or p e rforma nce 

Th e r e su l ts of th e first thr ee for e casts ( i t e ms 2, 3 and 4 from Tab le 56) ar e sav e d i n 
th e ass e t for e casts tab le (191) i n th e e xchang e databas e (51) and th e mark e t va l u e 
factors (it e m 1 from Tab le 56) ar e sav e d w i th th e appropr i at e e qu i ty i n th e ass e t pos i t i on 
tab le (18 9 ). Th e softwar e i n th i s b l ock us e 6 th e pub li c l y ava il abl e i nformat i on s tor e d i n 
th e e xt e rna l e xchang e databa se tab le (190) to compl e t e th e ana l ys e s shown i n Tab le 56 
for e ach i ncom e g e n e rat i ng inv e stm e nts ( i . e . bonds or r e a l e stat e ) li st e d i n th e ass e t 
pos i t i on tab le (189) and d e scr i b e d i n data obta i n e d from th e e xt e rna l databas e (25). 

Tab l e 57 

1 . I d e nt i fy th e mark e t va l u e factors cau si ng chang es i n th e mark e t pr i c e of th e i nv e stm e nt 

2. For e ca s t th e i ncom e prov i d e d by th e i nv es tm e nt as a funct i on of th e causa l factor s 
i d e nt i fi e d i n 1 and pr i or p e rformanc e 

Th e r e su l t s of th e for e cast ( i t e ms 2 from Tab le 57) ar e sav e d i n th e ass e t for e casts 
tab le (191) in th e e xchang e databas e (51) and th e mark e t va l u e factors ( i t e m 1 from 
Tabl e 57) ar e 6 av e d with th e appropr i at e i nv e stm e nt i n th e ass e t pos i t i on tabl e (189). 
Th e softwar e i n block 610 th e n ana l yz e s th e covar i anc e b e twe e n th e causa l factor s for 
e ach of th e ass e ts to d e t e rm i n e th e covar i anc e b e tw ee n th e s e ass e ts und e r both norma l 
and e xtr e m e cond i t i ons. — Th e r e su l ts of th e s e ana l ys e s ar e th e n stor e d i n th e ass e t 
corr el at i on tab le (192) b e for e proc e ssing advanc e s to a b l ock 61 1 . 

Th e softwar e i n b l ock 611 ch e cks th e e xchang e bot dat e tab le (181) and d e act i vat e s 
any ass e t sc e nar i o bots with cr e at i on dat e s b e for e th e curr e nt s yst e m dat e . — The 
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s oftwar e in b l ock 610 th e n r e tr ie v es th e i nformat i on from th e ass e t pos i tion tab le (189), 
th e e xt e rna l e xchang e databas e tabl e (1 9 0) and th e ass e t corr el at i on tabl e (1 9 2) as 
r e quir e d to i n i t i a li z e th e ass e t sc e nario bots. 

Bots ar e ind e p e nd e nt compon e nts of th e applicat i on that hav e sp e c i fic tasks to 
p e rform. — I n th e cas e of ass e t sc e nar i o bots, th e ir pr i mary task i s to i d e nt i fy l ik e ly 
s c e nar i os for th e e vo l ut i on of th e causa l mark e t va l u e factor s . Th e ass e t sc e nar i o bots 
us e i nformation from th e e xt e rna l databa se s to obta i n for e casts for i nd i v i dua l causa l 
factors b e for e us i ng th e covar i anc e i nformat i on stor e d i n th e ass e t corr e lat i on tab le 
(192) to d e v el op sc e narios for th e oth e r causa l factors und e r normal and e xtr e m e 
cond i t i ons. Ev e ry sc e nar i o bot act i vat e d i n th i s b l ock conta i ns th e i nformat i on shown i n 
Tablo 58. 

Table-58 

1. Un i qu e I D numb e r (bas e d on dat e , hour, m i nut e , s e cond of cr e at i on) 

2. Cr e at i on dat e (dat e , hour, m i nut e , s e c ond) 

3. Mapping i nformati on 

4. Storag e l ocat i on 

5. Typ e : Norma l or Extr e m e 

Aft e r th e ass e t sc e nar i o bots ar e in i tial i z e d, th e y r e tri e v e th e r e qu i r e d i nformat i on and 
d e v el op a var ie ty of norma l and e xtr e m e sc e nar i os as d e scr i b e d pr e v i ous l y. Aft e r th e 
sc e nar i o bots comp le t e th ei r calcu l at i ons th e y sav e th e r es u l t i ng sc e nar i os i n th e ass e t 
sc e nar i o tabl e (193) i n th e e xchang e databas e (51) and proc e ss i ng advanc e s to a b l ock 
643, 

Th e softwar e i n b l ock 612 ch e cks th e e xchang e bot dat e tab le (181) and d e act i vat es 
any n e t cap i ta l sc e nar i o bots w i th cr e at i on dat e s b e for e th e curr e nt syst e m dat e . Th e 
softwar e i n b l ock 612 th e n r e tr ie v e s th e informat i on from th e li ab i l i ty sc e nario tab le 
(183), and th e ass e t sc e nar i o tab le (193) as r e qu i r e d to i n i t i aliz e n e t cap i ta l sc e nar i os 
beter 

Bot 6 ar e i nd e p e nd e nt compon e nts of th e appl i cat i on that hav e sp e cif i c tasks to 
p e rform. — I n th e cas e of n e t capita l sc e nar i o bots, th ei r pr i mary ta 6 k i s to run four 
d i ff e r e nt typ e s of simu l at i ons for th e e xchang e . — Th e n e t capita l s c e nar i o bots run 
s i mu l at i ons of th e e xchang e financia l p e rformanc e us i ng th e two typ e s of sc e nar i os 
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g e n e rat e d by th e ass e t and li ab ili ty sc e nario bote — normal and e xtr e m e . Th e n e t cap i ta l 
s c e nario bots a l so run an unconstra i n e d g e n e t i c a l gorithm simu l at i on that e vo l v e s to th e 
most n e gat i v e sc e nar i o and s i mu l ations sp e c i fi e d by r e gu l atory ag e nc ie s. — Ev e ry n e t 
cap i ta l sc e nario bot activat e d i n th i s block contain s th e i nformat i on shown i n Tabl e 59. 

Tabte-59 

1. Uniqu e I D numb e r (ba se d on dat e , hour, minut e , s e cond of cr e at i on) 

2. Cr e at i on dat e (dat e , hour, m i nut e , second) 

3. Mapp i ng i nformat ion 

A. Storag e locat i on 

5. Typ e : Norma l , Extr e m e , G e n e t i c A l gor i thm or Comp li anc e 

Aft e r th e n e t cap i ta l s c e nario bots ar e i n i tia li z e d, th e y r e tr ie v e th e r e qu i r e d i nformat i on 
and s i mulat e th e financ i a l p e rformanc e of th e e xchang e und e r th e d i ff e r e nt sc e narios. 
Aft e r th e n e t capital sc e narios comp le t e th ei r calcu l at i ons, th e r e sult i ng for e casts ar e 
6a v e d i n th e e xchang e s i mu l ations tab le (194) i n th e e xchang e databas e (51) and 
proc e ss i ng advanc e s to a block 613. 

Th e softwar e i n b l ock 613 ch e cks th e e xchang e bot dat e tab le (181) and d e act i vat e s 
any ass e t optim i zat i on bots w i th cr e at i on dat e6 b e for e th e curr e nt sy s t e m dat e . Th e 
softwar e i n b l ock 613 th e n r e tr ie v es th e i nformat i on from th e ass e t pos i t i on tab le (18 9 ), 
th e e xt e rnal e xchang e databas e tab le (190), th e ass e t for e casts tab le (1 9 1), th e ass e t 
corr e lat i on tabl e (1 9 2), th e ass e t sc e nar i o tab le (193), th e e xchang e s i mu l at i ons tabl e 
(1 94 ) and th e a s r e qu i r e d to i n i t i a li z e ass e t optim i zat i on bot 6 . 

Bot6 ar e ind e p e nd e nt compon e nt s of th e app l icat i on that hav e s p e c i fic tasks to 
p e rform. I n th e cas e of ass e t opt i m i zat i on bots, th ei r pr i mary task i s to d e t e rm i n e th e 
optima l m i x of ass e t s and r is k r e duct i on act i v i t ie s (purchas e r ei nsuranc e and/or oth e r 
cont i ng e nt capita l purchas e s, e tc.) for th e e xchang e und e r e ach sc e nar i o us i ng a li n e ar 
programming optimizat i on a l gor i thm that i s constrain e d by any li m i tat i ons i mpos e d by 
r e gu l atory r e qu i r e m e nts. — A mu l t i cr i t e r i a opt i m i zat i on i s a l so run at th i s stag e to 
d e t e rm i n e th e b e st m i x for max i m i z i ng va l u e und e r both norma l and e xtr e m e sc e nar i o s . 
Oth e r optimizat i on a l gor i thm s can b e us e d at th i s po i nt to achi e v e th e 6 am e r e sult. 
Ev e ry as se t opt i mizat i on bot act i vat e d i n th i s b l ock conta i ns th e i nformat i on shown i n 
Tabl e 60. 
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T a b le 60 



1. Un i qu e I D numb e r (bas e d on dat e , hour, minut e , s e cond of cr e at i on) 

2. Cr e at i on dat e (dat e , hour, minut e , s e oo nd) 

3. Mapp i ng informa tion 

4. Storag e locat i on 

5. Typ e : Norma l , Extr e m e or Comb i n e d 

Aft e r th e ass e t opt i m i zat i on bots comp le t e th ei r ana l y ses , th e r e su l t i ng ass e t and 
conting e nt cap i ta l m i x for e ach s e t of sc e nar i os and th e comb i n e d ana l ys i s i s sav e d i n 
th e optima l e xchag e m i x tab le (196) i n th e e xchang e databas e (51) and th e r e vis e d 
si mu l at i ons ar e sav e d i n th e e xchang e s i mu l at i ons tab le (194) b e for e proc e ss i ng pass e s 
to a softwar e block 61 4 . 

Th e softwar e i n b l ock 61 4 pr e par e s and disp l ays th e opt i ma l m i x of ass e t purchas es , 
a sse t sa le s and cont i ng e nt cap i ta l purchas e s for th e norma l , e xtr e m e and comb i n e d 
sc e nar i o ana l ysis us i ng th e opt i ma l mix r e v ie w d i sp l ay w i ndow (712). Th e opt i ma l m i x 
for th e norma l and e xtr e m e sc e nar i os ar e d e t e rm i n e d by ca l culat i ng th e w ei ght e d 
av e rag e sum of tho d i ff e r e nt sc e nar i os wh e r e th e w ei ght i ng i s d e t e rm i n e d by th e r el at i v e 
li k eli hood of th e sc e nar i o. — Th e display id e nt i fi e s th e optima l m i x from th e combin e d 
analys i s as th e r e comm e nd e d so l ut i on for e xchang e va l u e max i m i zat i on. At th i s po i nt, 
th e e xchang e op e rator (21) i s g i v e n th e option of: 

1) Ed i t i ng (add i ng or d ele t i ng products and act i v i t ie s) from th e r e comm e nd e d so l ut i on; 

2) S ele ct i ng th e opt i ma l m i x from th e norma l sc e nar i os; 

3) S ele cting and th e n e dit i ng th e opt i ma l m i x from th e normal sc e nar i os; 
A) S ele ct i ng th e opt i ma l m i x from th e e xtr e m e sc e nar i o s ; 

5) S ele ct i ng and th e n e d i t i ng th e opt i ma l m i x from th e e xtr e m e sc e nar i os; or 

6) L e av i ng th e d e fau l t cho i c e i n p l ac e . 

Aft e r th e e xchang e op e rator (21) has f i n i sh e d th e r e v ie w and th e opt i ona l e d i t of th e 
s e l e ct e d m i x, any chang es ar e sav e d i n th e opt i ma l e xchang e m i x tab le (196) i n th e 
e xchang e databas e (51), — Th e n e w opt i ma l m i x i s compar e d to th e e xist i ng assot 
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posit i on stor e d i n th e ass e t po si t i on tab le (189) and ord e rs ar e g e n e rat e d to purchas e 
as se ts, s ell ass e ts and/or purchas e cont i ng e nt cap i ta l as r e quir e d to bring th e curr e nt 
asse t pos i t i on i n l in e w i th th e n e w optima l m i x. Th e s e ord e r s ar e th e n transm i tt e d v i a a 
n e twork (45) to oth e r e xchang e s on th e i nt e rn e t. — Wh e n th e ord e r confirmat i ons ar e 
r e c ei v e d, th e ass e t pos i t i on tab le (189) is updat e d w i th th e n e w informat i on and 
proc e ss i ng advances to a b l ock 615. I t is worth not i ng at this po i nt that th e proc e ss i ng 
d e scrib e d i n b l ocks 611, 612 and 614 cou l d also b e us e d to manag e an i nv e stm e nt 
portfo l io on a stand alon e basis. 

The software in b l ock 615 pr e par e s and di s p l ays th e propos e d pr i c e s for th e risk 
transf e r products and th e swaps that ar e b ei ng off e r e d to th e custom e r u si ng th e pric e 
r e vi e w display window (715). Tho l ist pr i coc from th e r i sk products tab le (183) ar e usod 
for th e e x is t i ng risk products. Pr i c i ng for swaps ar e ca l culat e d by mark i ng up th e cost of 
tho swap by a standard amount. Tho softwar e in b l ock 615 marks up tho calculat e d 
br e ak e v e n pr i c e for any n e w risk transfer products that w e r e i ntroduc e d by th e bots i n 
block 605. At th i s po i nt, th e e xchang e op e rator (21) i6 g i v e n th e opt i on of: 

1) Ed i t i ng th e r e comm e nd e d pr i c e s for any and a ll of th e r i sk transf e rs — 6 waps, 
e x i st i ng products and n e w products; 

2) Acc e pt i ng tho r e comm e nd e d pr i c e s; or 

3) R e mov i ng som e of swaps and/or r i sk transf e r products from th e li st. 

Aft e r th e e xchang e op e rator (21) compl e t e s th e r e v ie w, a ll pr i c e chang e s and th e pr i c e s 
for any now r i sk trancfor products ar o caved i n th o r i ck products tablo (183) b e for e 
proc e ss i ng advanc e s to a b l ock 616. 

Th e softwar e i n b l ock 616 transm i ts th e i nformat i on r e garding th e products, swaps 
and pr i c i ng that wil l b e us e d to tran s f e r th e r i sks idont i f ie d i n th e i n i t i a l xm l r i6 k transf e r 
s ummary from th e custom e r to b l ock 514. Th e tran s m i ss i on to th e e nt e rpr i s e i s i n a 
summary xm l format that i s s i m i lar to tho ono i n i t i a ll y transm i tt e d to th e e xchang e by tho 
e nt e rpr i s e . 

As d e scr i b e d pr e v i ous l y, th e us e r (20) can r e j e ct, e dit and/or acc e pt th e propos e d m i x 
of products and swaps conta i n e d i n th e xm l r i sk transf e r summary v i a th e purchas e 
r e vi e w w i ndow (711). — Th e i nformat i on r e gard i ng th e d e c i sions mad e r e gard i ng th e 
acc e pt e d r i sk transf e rs (swaps or purchas es ) i6 commun i cat e d v i a a n e twork (45) by th e 
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softwar e in bloGk 514 to a softwar e b l ock 617. Th e softwar e i n block 617 acc e pt s th e 
confirm e d ord e rs, updat e s th e i nformation i n th e risk products tabl e (183), th e swaps 
tabl e (184), th e custom e r profi les tabl e (185) and th e e xchang e pr e mium history tab le 
(197) befor e advanc i ng to a softwar e b l ock 618. 

Th e softwar e i n b l ock 618 acc e pts i nput from block 507 r e garding any n e w l oss e s that 
ar e conta i n e d i n th e profi le s b e ing transm i tt e d to th e e xchang e . Th e softwar e i n b l ock 
618 v e r i fios th e l oss i6 for an i nsur e d r i ck, updat e s th e cu s tom e r prof ile s tab le (185), 
updat e s th e e xchang e payout history tab le (186) and arrang e s for paym e nt of th e c l a i m 
i n a mann e r that i s w e l l known. Aft e r th e proc e ss i ng of c l a i ms i s comp le t e d, e xchang e 
proc e ssing r e turns to b l ock 604 and th e proc e ss d e scr i b e d abov e i s r e p e at e d. 

Thus, th e r e ad e r w ill 6 ee that th e syst e m and m e thod d e scr i b e d abov e transforms 
e xtract e d transact i on data, corporat e i nformat i on, i nformation from e xt e rna l databas e s 
and i nformat i on from th e i nt e rn e t i nto deta ile d va l uat i ons and r i6 k ana l ys e s for sp e c i fic 
ele m e nts of va l u e w i th i n th e e nt e rpr i s e and for th e e nt e rpr i s e a s a who le . Th e syst e m 
and m e thod d e scr i b e d abov e go e s on to us e th e d e ta ile d va l uation and r i sk analysis 
i nformat i on to d e v el op and i mp le m e nt a compr e h e ns i v e program of risk r e duct i on 
act i v i t ie s and r i sk transf e rs sp e c i f i ca ll y tailor e d to th e e nt e rpr i s e using th e syst e m. Th e 
le v el of d e ta il , br e adth and 6 p ee d of th e r i sk ana l ys i s al l ows us e rs of th e syst e m to 
manag e th ei r r i sks i n an fash i on that i s sup e r i or to th e m e thod curr e nt l y ava il ab le to 
us e rs of e x i st i ng risk ana l ys is syst e ms and tradit i ona l i nsuranc e products. 

B e caus e th e xm l profi le s us e d in th e syst e m (100) provid e a compr e h e n si v e p i ctur e of 
th e f i nanc i a l status of th e compan ie s transf e rr i ng r is k through th e e xchang e , th e s yst e m 
and m e thod of th e pr e s e nt i nv e nt i on can b e us e d w i th e ss e nt i a ll y no mod i f i cations to 
prov i d e an on li n e transf e r syst e m for: 

1 . For ei gn e xchange; 

2. L i qu i d i ty (aka cr e d i t); 

3. Any comb i nat i on of for ei gn e xchang e , li qu i dity and risk. 

W i th r e lat i v el y m i nor modificat i ons th e syst e m of th e pr ese nt i nv e nt i on cou l d b e u se d to 
manag e transf e rs of own e rsh i p r i ght6 alon e or i n comb i nat i on w i th for ei gn e xchang e , 
li qu i dity and r i ck. 
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Wh i l e th e abov e d e scription conta i ns many sp e c i fic i ty's, th e s e shou l d not b e 
con s tru e d as lim i tat i ons on th e scop e of th e i nv e ntion, but rath e r a 6 an e x e mp li ficat i on of 
on e pr e f e rr e d e mbod i m e nt th e r e of. Accord i ng l y, th e s cop e of th e i nv e nt i on 6 hou l d b e 
d e t e rm i n e d not by th e e mbod i m e nt ill u s trat e d, but by th e app e nd e d cla i ms and th ei r 
le ga l e quiva le nts. 
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On pages 100 through 101, please delete the Bibliography in its entirety. 
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